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January 26, 2006

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

RE: Compliance Filing of Arizona Public Service Company
Docket Nos. E-01345A-05-0526 AND E-01345A-03-0437

Dear Sir/Madam:

Pursuant to actions of the Arizona Corporation Commission in Open Meeting held
January 24 and 25, 2006, attached are 1) Revised Rate Schedule PSA-1 and 2)
workpapers documenting the computations of the four mills per kWh PSA Adjustor
Rate approved by the Commission effective February 1, 2006.

If you have any questions regarding the attached report, please contact me at 602-

250-3933.
v

David Rumolo
Manager
Regulation & Pricing

Cc: Emest Johnson
Barbara Keene
Compliance Section
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ARIZONA PUBLIC SERVICE COMPANY
Schedule 2
2005 Annual Balancing Account Interest

Balancing
Account
Line Monthly
No. Month Interest
1 January $ -
2 February $ -
3 March $ -
4 April’ $ -
5 May $ 3,466
6 June $ 35,919
7 July $ 85,863
8 August $ 183,363
9 September $ 267,666
10 October $ 326,053
11 November $ 379,869
12 December $ 370,150
13 Total $ 1,652,349
Move Forward to Schedule 3, Line 2| $ 1,652,349 |

' No interest was accrued in April since it is the first month for the PSA.
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Line
No.

10

11

12 Total (Credit)/Charge Carried Forward Due to Adjusfor Rate Bandwidth

ARIZONA PUBLIC SERVICE COMPANY

Schedule 3

2005 Year End PSA Adjustor Rate Calculation

PSA Adjustor Rate Caiculation
Post-Sharing (Over)/Under Collection Amount (From Sch. 1)

Annual Balancing Account Interest (From Sch. 2)

Less: Approved Amortization Surcharge Balance

Bandwidth Carry Forward from Prior Périod

Total (Credit)/Charge Amount (Line 1 + Line 2 + Line 3 + Line 4)

Total (Credit)/Charge Amount
Projected Energy Sales without E-3, E-4 and E-36 (kwWh)

Computed Adjustor Rate per kWh (Line 6 / Line 7)

Adjustor Rate Bandwidth
Adjustor Rate Bandwidth Upper Limit

Adjustor Rate Bandwidth Lower Limit

Applicable Adjustor Rate per kWh

$ 169,582,075

27,430,972,000

Note: This calculation is done once a year for the change to the PSA Adjustor Rate in February.

$ 167,929,726

$ 1,652,349

$ -

$ -

$ 0.006182
8 0004000

$ 0.004000
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$ 169,582,075

0.004000

59,858,187
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ADJUSTMENT SCHEDULE PSA-1
POWER SUPPLY ADJUSTMENT

APPLICATION
The Power Supply Adjustment (“PSA™) shall apply to all retail electric schedules with the exception of Solar-1,
Solar-2, SP-1, E-3, E-4, E-36 and Direct Access service. All provisions of the customer’s current applicable rate

schedule will apply in addition to this charge.

PSA ADJUSTOR RATE ANNUAL ADJUSTMENT

The main components of the PSA are: 1) a risk sharing mechanism whereby APS and its customers share in the
costs/savings on a 90% customer, 10% APS basis; 2) a bandwidth that limits the amount the PSA Adjustor Rate
(“Adjustor Rate”) can change over the entire term of the PSA to plus or minus $0.004 per kWh; 3) a tracking and
balancing account; 4) a surcharge mechanism, separate from the Adjustor Rate; and 5) the inclusion of off-system
sales. The calculation method is set forth in the filed Power Supply Adjustment Plan of Administration (the “Plan”)
and the Order from Docket Nos. E-01345A-05-0526, and E-01345A-03-0437 approved on January 25, 2006.
Standard Offer services covered by this charge include a Base Rate Power Supply Cost of $0.020743 per kilowatt-
hour.

The Adjustor Rate is calculated annually and the total (credit)/charge collection amount is recovered over twelve
months. The Adjustor Rate is applied to the customer’s bill as a monthly kilowatthour charge and is the same for all
affected customer classes. The Adjustor Rate will change in billing cycle 1 of the February revenue month and it will
not be prorated. The Adjustor Rate must remain within the Bandwidth that limits the amount it can increase or
decrease each year.

RATES
The charges shall be calculated at the following rates:

PSA Adjustor Rate

All kWh $0.004 per kWh

Amortization Surcharge

All kWh $0.000000 per kWh

COMPLIANCE REPORTS

The Adjustor Rate and Balancing Account calculations and supporting information will be provided to the
Commission monthly as specified in the Order from Docket Nos. E-01345A-05-0526, and E-01345A-03-0437
approved on January 25, 2006. Workpapers and other documents supporting the calculations that contain

proprietary or confidential information are provided to the Commission Staff under an appropriate confidentiality
agreement. APS will keep fuel and purchased power invoices and contracts available for Commission review. All of
the information is available during the year, upon Commission request. The Commission has the right to review the
prudence of fuel and power purchases and any calculations associated with the PSA at any time. Any costs flowed
through the PSA are subject to refund, if those costs are found to be imprudently incurred.

ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5635
Phoenix, Arizona Canceling A.C.C. No. 5613
Filed by: David J. Rumolo Adjustment Schedule PSA-1
Title: Manager, Regulation and Pricing - Revision No. 1
Original Effective Date: April 1, 2005 Effective: February 1, 2006
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ADJUSTMENT SCHEDULE PSA-1

DIRECTLY ASSIGNED POWER SUPPLY COSTS EXCLUDED

In cases when power supply costs are incurred for a specific customer or group of customers, the customer or group
of customers will be directly charged the identified costs in accordance with the Plan. Power supply costs and
related energy sales recovered through direct assignments for both existing and returning customers as described on
rate schedule RCDAC-1 will be excluded from the computation of the above charges applied to other Standard Offer
service customers.

ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5635
Phoenix, Arizona Canceling A.C.C. No. 5613
Filed by: David J. Rumolo Adjustment Schedule PSA-1
Title: Manager, Regulation and Pricing Revision No. 1
Original Effective Date: April 1, 2005 Effective: February 1, 2006
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